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STATEMENT OF FINANCIAL POSITION 


Figures in Rand 

Note 

2011 

2010 

Assets 




Current Assets 




Inventories 

2 

7 068 924 

8 403 060 

Consumer debtors 

3 

10 228 855 

1 4 539 764 

Other debtors 

4 

14 561 548 

13 219 508 

Current portion of long-term receivables 

5 

32 745 

221 000 

VAT receivable 

6 

5 275 361 

4 349 704 

Cash and cash equivalents 

7 

365 358 441 

262 081 197 



402 525 874 

302 814 233 

Non-Current Assets 




Property, plant and equipment 

8 

877 743 931 

800 695 976 

Intangible assets 

9 

189 520 

62 621 

Investments in municipal entities 

10 

25 719814 

24 841 061 

Long-term receivables 

5 

542 439 

671 506 

Investments 

11 

- 

18 804 415 



904 195 704 

845 075 579 

Total Assets 


1 306 721 578 

1 147 889 812 

Liabilities 




Current Liabilities 




Current portion of long-term liabilities 

12 

7 451 178 

6 584 287 

Trade and other payables from exchange transactions 

13 

115 285 741 

71 494 008 

Consumer deposits 

14 

7 244 363 

6 242 602 

Defined benefit obligation 

15 

674 258 

1 78 885 

Unspent conditional grants and receipts 

16 

91 246 495 

78 026 959 

Current provisions 

17 

768 503 

710 363 



222 670 538 

163 237 104 

Non-Current Liabilities 




Long-term liabilities 

12 

108 739 410 

1 1 1 087 363 

Defined benefit obligation 

15 

12 750 483 

9416 129 

Non-current provisions 

17 

65 1 1 7 292 

60 914 211 



186 607 185 

181 417 703 

Total Liabilities 


409 277 723 

344 654 807 

Total Assets 


1 306 721 578 

1 147 889 812 

Total Liabilities 


(409 277 723) 

(344 654 807) 

Net Assets 


897 443 855 

803 235 005 

Accumulated surplus 


897 443 856 

803 235 002 
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Figures In Rand 


Revenue 

Service charges 

Government grants & subsidies 

Rental income 

Defined benefits 

Other income 

Interest received 

Total Revenue 
Expenditure 

Employee related costs 
Remuneration of councillors 
Depreciation and amortisation 
Finance costs 
Debt impairment 
Repairs and maintenance 
Bulk purchases 
Contracted services 
Grants and subsidies paid 
General expenses 

Total Expenditure 

Gain/(Lo ss) on disposal of property, plant and equipment 

Surplus for the year 


PERFORMANCE 


Note 

2011 

2010 

18 

41 192 934 

32 876 680 

19 

386 087 990 

407 502 708 


38 189 

47 000 


- 

1 011 471 

20 

12 896 963 

1 1 302 606 

21 

24 205 487 

26 546 467 


464 421 563 

479 286 932 


22 

(86 622 796) 

(72 685 524) 

23 

(5 491 850) 

(5 415 213) 

24 

(39 086 453) 

(30 116 216) 

25 

(12 698 920) 

(9 243 940) 

3 

(6 436 353) 

(3 153 541) 


(34 702 638) 

(32 884 655) 

26 

(24 470 386) 

(18 357 262) 


(60 161 496) 

(68 076 540) 

27 

(6 031 173) 

(3 475 690} 

28 

(94 698 631) 

(157 876 242) 


(370 400 696) 

(401 284 823) 


601 377 

(978 902) 


94 622 244 

77 023 207 
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STATEMENT OF CHANGES IN NET ASSETS 


Figures in Rand 

Accumulated 

surplus 

Total net 
assets 

Balance at 01 July 2009 

497 053 747 

497 053 747 

Changes in net assets 



GRAP 1 7 Unbundling of transferred assets (refer to note 37} 

229 279 665 

229 279 665 

Net income (losses) recognised directly in net assets 

229 279 665 

229 279 665 

Surplus for the year - restated 

77 023 207 

77 023 207 

Total recognised income and expenses for the year 

306 302 872 

306 302 872 

Change in accounting policy 

(121 617) 

(121 617) 

Total changes 

306 181 255 

306 181 255 

Balance at 01 July 2010 

803 235 002 

803 235 002 

Changes in net assets 



Surplus for the year 

94 622 244 

94 622 244 

Changes in Accounting policy 

(413 390) 

(413 390) 

Total changes 

94 208 854 

94 208 854 

Balance at 30 June 201 1 

897 443 856 

897 443 856 
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CASH FLOW STATEMENT 


Figures in Rand 

Note 

201 T 

2010 

Cash flows from operating activities 




Receipts 

Receipts from consumers 


58 468 591 

33 430 356 

Grants 


397 522 496 

344 172 159 

Interest income 


24 205 487 

480 i 96 574 

26 546 467 

404 1 48 982 

Payments 

Employee costs 


(92 114 646) 

(78 100 737) 

Suppliers 


(173 207 752) 

(231 572 707) 

Finance costs 


(12 698 920) 

(9 243 940) 

Prior period adjustments 


(278 021 318) 

1 360 521 

(317 556 863) 

Net cash flows from operating activities 

29 

202 175 256 

86 592 119 

Cash flows from investing activities 

Purchase of property, plant and equipment 

8 

(116 775 601) 

(152 135 987) 

Proceeds from sale of property, plant and equipment 

8 

1 319 195 

158 873 

Purchase of other intangible assets 

9 

(203 524) 

_ 

Decrease in non-current receivables 


317 322 

94 189 

Decrease/flncrease) in non-current investments 


18 804 415 

(I 966 032) 

Movement in Investments 


(878 754) 

(2 022 275) 

Reversal of impairment 


- 

(299 237) 

Net cash flows from investing activities 


(97 416 947) 

(156 170 469) 

Cash flows from financing activities 

Repayment of long-term liabilities 


(1 481 062) 

45 032 610 

Net cash flows from financing activities 


(1 481 062) 

45 032 610 

Net increase/fdecrease) in cash and cash equivalents 


103 277 247 

(24 545 740) 

Cash and cash equivalents at the beginning of the year 


262 081 197 

286 626 937 

Cash and cash equivalents at the end of the year 

7 

365 358 442 

262 081 1 97 
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1 . Presentation of Annual Financial Statements 

The annual financial statements have been prepared in accordance with the effective Standards of Generally 
Recognised Accounting Practice (GRAP) including any interpretations, guidelines and directives issued by the 
Accounting Standards Board. y 

These annual financial statements have been prepared on an accrual basis of accounting and are in 
accordance with historical cost convention unless specified otherwise. They are presented in South African Rand. 

A summary of the significant accounting policies, which have been consistently applied, to all the years 
presented are disclosed below. 


1 .1 Significant judgements and sources of estimation uncertainty 

in prepanng the annual financial statements, management is required to make estimates and assumptions that 
affect the amounts represented in the annual financial statements and related disclosures. Use of available 
information and the application of judgement is inherent in the formation of estimates. Actual results in the future 
could difter from these estimates which may be material to the annual financial statements. Significant 
judgements include: 


1.1.1 Provisions 


Management determined an estimate for provisions raised based on the information available. Additional 
disclosure of these estimates of provisions are included in note 1 7 - Non - Current and Current Provisions. 

1.1.2 Standards, amendments to standards and interpretations issued but not yet effective 

The following GRAP standards have been issued but are not yet effective. 

GRAP 18: Segment reporting-issued in March 2005 


Compliance with this standard would have had an effect on the presentation only. Financial information would 
have been reported by segments. The disclosure of this information will assist users of the financial statements to 
better understand the municipality’s historical performance and to identify the resources allocated to support the 
major activities of the entity. 11 rne 


GRAP 23: Revenue from Non-Exchange transactions (Taxes and Transfers) - Issued in February 2008 


Non-exchange transactions in which the entity receives services without directly giving approximately equal 
value m exchange, has not been accounted for as revenue. This standard will have no impact on the 
municipality. 


GRAP 24: Presentation of Budget Information in Financial Statements - Issued in November 2007 

Compliance with this standard would have had an effect on the presentation only. The budget information is 
currently disclosed in note 36. 1 


1.1.3 Useful lives of property, plant and equipment 

As described in accounting policies 1 .5 & 1 .6 the municipality depreciates/amortises its property, plant and 
equipment and intangible assets over the estimated useful lives of the assets, taking into account the residual 
values of the assets at the end of their useful lives, which is determined when the assets become available for 
use. The useful lives and residual values of the assets are based on industry knowledge and reviewed annually. 
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1 .1 Significant judgements and sources of estimation uncertainty (continued) 

1.1.4 Defined benefit plan liabilities 

As described in accounting policy 1.3, the municipality obtains actuarial valuations of its defined benefit plan 
liabilities. The defined benefit obligations of the municipality that were identified are post retirement health 
benefit obligations and long service awards. The estimated liabilities are recorded in accordance with the 
requirements of IAS 19. Details of the liabilities and the key assumptions made by the actuaries in estimating the 
liabilities are provided in note 15 to the financial statements. 


1.1.5 Revenue recognition 

Accounting Policy 1.1 1 on Revenue from Exchange Transactions and Accounting Policy 1.12 on Revenue from 
Non - Exchange Transactions describes the conditions under which revenue is recorded by the management of 
the municipality. 

in making their judgement management considered the detailed criteria for the recognition of revenue as set 
out in GRAP 9; Revenue from Exchange Transactions and GAMAP 9 Revenue, as far as Revenue from Non 
Exchange Transactions are concerned. In particular, when goods are sold, whether the municipality had 
transferred to the buyer the significant risks and rewards of ownership of the goods and when services are 
rendered, whether the service has been rendered. The management of the municipality is satisfied that 
recognition of the revenue in the current year is appropriate. 

1.1.6 Financial assets and liabilities 

The classification of financial assets and liabilities, into categories, is based on managements educated 
jugdement. 

1.1.7 Changes in accounting policies 

Changes in accounting policies that are effected by management have been applied retrospectively in 
accordance with GRAP 3 requirements, except to the extent that it is impracticable to determine the period- 
specific effects or the cumulative effect of a change in policy. In such cases, the municipality shall restate the 
opening balances of assets, liabilities and net assets for the earliest period for which retrospective restatement is 
practicable. 

1.2 Financial Instruments 

1.2.1 Financial assets classification 

A financial asset is any asset that is cash or a contractual right to receive cash. The municipality has the following 
types of financial assets as reflected in the Statement of Financial Position or in the notes thereto: 

» Investments in Fixed Deposits (Banking Institutions etc.) 

• Long Term Receivables 

• Consumer Debtors 

• Other Debtors 

» Short Term Investment Deposits 
» Cash and Cash Equivalents 

In accordance with IAS 39.09 the financial assets of the municipality are classified as follows into the 
four categories: 

Type of Financial Asset Classification in terms of IAS 39.09 

Short Term Investment Deposit- Call Held to Maturity investments 
Cash and Cash Equivalents Loans and Receivables 

Finance Lease Receivables Loans and Receivables 
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1 .2 Financial instruments (continued) 

Long Term Receivables 
Consumer Debtors 
Other Debtors 

investments in Fixed Deposits 


Loans and Receivables 
Loans and Receivables 
Loans and Receivables 
Held to Maturity Investments 


Loans and Receivables 

quoted 'irf fiXed - ^terminable Payments that are not 
which are classified as non- current assets Loans and rer^Xohi' eXC6pt for matuntles neater than 12 months, 
fair value. After initial recognition financial assets are C ? st Which presents 
rate method less a provision for impairment (Refer to note 3). 1 d st ' USIng the effect ' v e interest 

Held To Maturity Investments 

ttemunMy IZfl" ^ *" d ma,Urity Where 

equivalents are “ortte^hljhlyl' iquid invlstmenh readily’ '00^6^1”“ Ca " de P° si h)-Cash 

held with registered banking institutions with maturities of 4 mnntt?* T ' n, ° k !f Wri amoun,s of cas h. that are 
of change in value. For the purposes of the cash flow state^nt eSS , and dre sub J ect *0 an insignificant risk 
hand, deposits held on coll with banks, nel of bank oveS The uprise cash on 
equivalents as financial assets: Loans and Receivables. ^ Unlapailty cat es°"ses cash and cash 

1.2.2 Financial liabilities classification 


• Trade and Other Payables 

• Bank Overdraft 

• Short Term Loans 

Current Portion of Long Term Liabilities 

• Consumer Deposits 


There are two main categories of financial liabilities 
be measured at: 


determined by their classification. Financial 


Liabilities may 


(i) Fair Value through profit or Loss; or 

(ii) Amortised Cost using the effective interest method. 


ot^^ 

interest method, with interest expense recognised C ° St U5i " 9 the effective 

i'iabS ° nCe Wi,h ' AS 39 -° ? ,hB fi " a " Cial municipality are a,, classified as "other financial 
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1 ,2 Financial instruments (continued) 

1.2.3 Initial and subsequent measurement 

Financial Assets 

Held to Maturity investments, loans and receivables are initially measured at fair value plus transaction costs that 
are directly attributable to the acquisition or issue of the financial assets. Subsequently, these assets are 
measured at amortised cost using the effective interest method less any impairment with interest income 
recognised on an effective yield basis. 


Financial Liabilities 

Financial Liabilities are initially and subsequently measured at fair value. Other financial liabilities are measured 
at amortised cost using the effective interest rate method. 

Impairment of Financial Assets 

The municipality assesses at each statement of financial position date whether a financial asset or group of 
financial assets are impaired. Financial assets are impaired where there is objective evidence of 
impairment, (such as the probability of insolvency or significant financial difficulties of the debtor). If there is such 
evidence the recoverable amount is estimated and an impairment loss is recognised in accordance with IAS 39. 

Initially accounts receivable are valued at fair value and subsequently carried at amortised cost using the 
effective interest rate method. An estimate is made for doubtful debts based on past default experience of all 
outstanding amounts at year-end. Bad debts are written off in the year in which they are identified as 
irrecoverable. 

The carrying amounts of the financial asset is reduced by the impairment loss directly for all financial assets with 
the exception of accounts receivables, where the carrying amount is reduced through the use of an impairment 
account. Subsequent recoveries of amounts previously written off are credited against the impairment account. 
Changes in the carrying amount of the impairment account are recognised in the Statement of Financial 
Performance. 

Derecognition of Financial Assets 

The municipality derecognises financial assets only when the contractual rights to the cash flows from the asset 
expire or it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to 
another entity, except when council approves the write-off of financial assets due to non recoverability. 

If the municipality neither transfers nor retains substantially all the risks and rewards of ownership and continues to 
control the transferred asset, the municipality recognises its retained interest in the asset and an associated 
liability for amounts it may have to pay. If the municipality retains substantially all the risks and rewards of 
ownership of a transferred financial asset, the municipality continues to recognise the financial asset and also 
recognises a collateralised borrowing for the proceeds received. 

Derecognition of Financial Liabilities 

The municipality derecognises financial liabilities only when, the municipality's obligations are discharged, 
cancelled or they expire. 

1.2.4 Investment in municipal entities 

In the municipality's annual financial statements, investments in municipal entities are carried at fair value less 
any accumulated impairment at the reporting date. 



1.3 Employee benefits 


1.3.1 Short-term employee benefits 

The municipality ha, opted to treat its provision to, leave pay as an accrue, . included under current liabilities. 

IXeet" , a or',:r e P D ay ' a b "T**? dUri " 9 the ped ° d the 

end and is shown as a creditor in the Statement of Financial Portion ° n t0,C " accrued leave da y 5 at Year 


1.3.2 Defined contribution plans 

■“ — •“ - “ 

« m. — „ 

service is rendered by the relevant^ ern^ in ,he P eriod in which the 

contributions have been paid emP '° yeeS - The ™n,c,pal,iy has no further payment obligations once the 


contribution plan. 


1.3.3 Defined benefit plans 

A defined benefit plan is a post- employment benefit plan other than a defined 

Post-retirement health care benefits 

to certain of its retirees. 

the current Conditions of Service) on retirement is entitled + @ mun,cipal,t y ls associated, a member (who is on 
— “■* - “ 

“SS! andr:s 9 r^ydtrunTel;t e d°' benefit ° bli9ati ° n and 

GSSS&S^ 

these obiigations are carried out every year by independent qualified aSeT Valuations of 

Long-service allowance 

STIK tT Ce b “ f ° a " ° f itS empl ° yees - According 

(who is on the current Conditions of Service) is entitled to a cn^T^ 0 !nst,t . uted and °P er ates, an employee 
the scheme, after iO, 15, 20, 25 and 30 years o con nued U a !° Wance ’. calculated in terms of the rules of 
actuarial valuation. The projected unit credit method h™ h,=, C0 ’ e rnun,C!pal ^V' s liability is based on an 
losses on the long-term incentives are accounted for Ihtouflhl^ ° nd 

Defined benefit plans 

™ of \r ifying emp,oyees - Th - *"* 

fund obligations for the payment oUe^^ Statements for details). The contributions to 

payable. These defined benefit funds are actuarial^ vnluod fri rQed ° gains ^ revenue in the year they become 

Deficits are recovered through lump sum payments or increasedfijture contribut * COUnfeci cash method basis, 
all participating municipalities. e contr, butions on a proportional basis from 
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ACCOUNTING POLICIES 


1 .4 Provisions 

Provisions are recognised when: 

® the municipality has a present obligation as a result of a past event; 

• it is probable that an outflow of resources embodying economic benefits or service potential will be 
required to settle the obligation: and 

* a reliable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present 
obligation at the reporting date. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are 
reversed if it is no longer probable that an outflow of resources embodying economic benefits or service 
potential wilt be required, to settle the obligation. 

A provision is used only for expenditures for which the provision was originally recognised. 

Provision for the rehabilitation of the refuse landfill site is determined at best estimate by consulting engineers. 

1.5 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for 
use in the production or supply of goods or services, rental to others, or for administrative purposes, and are 
expected to be used during more than one financial period. 

Initial Recognition 

The cost of an item of property, plant and equipment is recognised as an asset when: 

« it is probable that future economic benefits or service potential associated with the item will flow to 
the municipality; and 

« the cost of the item can be measured reliably. 

Property, plant and equipment is initially recognised at cost on its acquisition date or in the case of assets 
acquired at nil or nominal consideration the deemed cost, being the fair value of the asset at acquisition date. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring 
the asset to the location and condition necessary for it to be capable of operating in the manner intended by 
the municipality. Trade discounts and rebates are deducted in arriving at the cost. 

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-morietary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is initially measured at fair 
value (the cost). If the acquired item's fair value was not determinable, it's deemed cost is the carrying amount 
of the asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are 
accounted for as separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs 
incurred subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying 
amount of an item of property, plant and equipment, the carrying amount of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located 
is also included in the cost of property, plant and equipment, where the entity is obligated to incur such 
expenditure, and where the obligation arises as a result of acquiring the asset or using it for purposes other than 
the production of inventories. 
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ACCOUNTING POLICIES 


1 .5 Property, plant and equipment (continued) 

ReC ?u ni , ti0n ° f C ° StS ' n the c . arrying amount of an 'tern of property, plant and equipment ceases when the item 
is in the location and condition necessary for it to be capable of operating in the manner intended bv the 
municipality. 7 

Major spare parts and standby equipment which are expected to be used for more than one period are 
included in property, plant and equipment. In addition, spare parts and standby equipment which can only be 
used in connection with an item of property, plant and equipment are accounted for as property piant and 
equipment. 

Subsequent Measurement 


Subsequent expenditure relating to property, plant and equipment is capitalised if it is probable that future 
economic fair value of the subsequent expenditure can be reliably measured. 

Subsequent expenditure incurred on an asset is only capitalised when it increases the capacity for future 
economic benefits associated with the asset. 

Where the municipality replaces part of an asset, it derecognises the part of the asset being replaced and 
capitalises the new component. 


Subsequent measurement of all property, plant and equipment are measured at cost, less accumulated 
depreciation and any accumulated impairment losses. The municipality does not recognise in the carryinq 
amount of an item of property, plant and equipment the cost of day to day servicing of the item. 

Compensation from third parties for items of property, plant and equipment that were impaired, lost or given up 
is included in surplus or deficit when the compensation becomes receivable. 

Depreciation 


Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost 
of the item shall be depreciated separately. 


The depreciation charge for each period shall be recognised in surplus or deficit unless it is included in the 
carrying amount of another asset. 

| L , an ^; !" lth th ® ® X f u ep , tlon of landfill sites and cemetery, is not depreciated as it is regarded as having an infinite 
ife. If the cost of the land includes the cost of site dismantlement, removal and restoration, the portion of the 
land asset is depreciated over the period of benefits or service potential, obtained by incurring those costs 
Depreciation on assets other than land is calculated on cost, using the straight line method, to allocate their cost 
or revalued amounts to their residual values over the estimated useful lives of the asset. The depreciation method 
used reflects the pattern in which the assets future economic benefits or service potential are expected to be 
consumed by the municipality. Components of assets that are significant in relation to the whole asset and that 
have different useful lives are depreciated separately. 
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1 .5 Property, plant and equipment (continued) 

The useful lives of items of property, plant and equipment have been assessed as follows: 


Item 

Expected useful life 

Land & Building 
* Permanent 

30 years 

*> Other Buildings 

30 years 

Plant and Equipment 

0 Weed Eater 

2 years 

* Lawn Mower 

2 years 

* Other 

5 years 

° Skid Mounted Fire Response 

15 years 

Furniture 

10 years 

Computer Equipment 

5 years 

Infrastructure Electricity 

• Electrical Kiosk 

1 5 years 

• Electrical Meters 

15 years 

* Street Lights 

15 years 

* Electrical Lines and Cables 

40 years 

• Electrical Switchgear 

40 years 

• Power Transformers 

40 years 

Infrastructure - Plant & Equipment 

• Heavy Duty Infrastructure Pumps 

1 5 years 

• Unspecified Infrastructure Assets 

15 years 

• Standby Generators Sets - Water & Sewerage Camps 

1 5 years 

Infrastructure Sewerage Services 

• Sewerage Containment 

50 years 

• Sewerage Nelwork 

50 years 

• Sewerage Purification 

50 years 

Infrastructure Solid Waste Cell Services 

- Solid Waste Cell 

7 years 

• Cemetery 

1 5 years 

Infrastructure Wafer Services 

• Small Schemes 

20 years 

° Water Abstraction 

20 years 

• Water Network 

20 years 

• Water Purification 

20 years 

® Water Storage 

50 years 

Motor Vehicles 

■ Bakkie, LDV, Sedan & Tanker 

7 years 

• Truck 

7 years 

• Trailer & Caravan 

5 years 

• Forklift 

5 years 

- Tractors 

1 5 years 

Equipment 

* Office Equipment 

5 years 
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1 .5 Property, plant and equipment (continued) 

infrastructure Assets 

Infrastructure assets are any assets that are part of a network of similar assets and are shown at cost less 
accumulated depreciation and accumulated impairment. 

Derecognition of Property, Plant and Equipment 

The carrying amount of an item of property, plant and equipment is derecognised on disposal, or when no future 
economic benefits or service potential are expected from its use or disposal. 

The gain or loss arising from the derecognition is included in surplus or deficit when the item is derecognised. 

Gains or losses, calculated as the difference between the net book value of assets (cost less accumulated 
depreciation and accumulated impairment losses) and the sales proceeds, are included in the Statement of 
Financial Performance as a gain or loss on disposal of property, plant and equipment. 

1.6 Intangible assets 

An asset is identified as an intangible asset when it: 

is capable of being separated or divided from an entity and sold, transferred, licensed, rented or 

exchanged, either individually or together with a related contract, assets or liability; or 

arises from contractual rights or other legal rights, regardless whether those rights are transferable or 

separate from the municipality or from other rights and obligations. 

Initial Recognition 

An intangible asset is recognised when: 

it is probable that the expected future economic benefits or service potential that are attributable 
to the asset will flow to the municipality; and 
• the cost or fair value of the asset can be measured reliably. 

Intangible assets are initially recognised at cost. 

An intangible asset acquired at no or nominal cost, the cost shall be its fair value as at the date of acquisition. 
Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is 


An intangible asset arising from development (or from the development phase of an internal project) is 
recognised when: ; 

• it is technically feasible to complete the asset so that it will be available for use or sale; 

• there is an intention to complete and use or sell it; 

• there is an ability to use or sell it; 

• it will generate probable future economic benefits or service potential; 

there are available technical, financial and other resources to complete the development and to 
use or sell the asset; 

the expenditure attributable to the asset during its development can be measured reliably. 


Su bsequent Measurement, Amortisation and Impairment 

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 
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ACCOUNTING POLICIES 


1 .6 intangible assets (continued) 

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no 
foreseeable limit to the period over which the asset is expected to generate net cash inflows or service potential. 
Amortisation is not provided for these intangible assets, but they are tested for impairment annually and 
whenever there is an indication that the asset may be impaired. For all other intangible assets amortisation is 
provided on a straight line basis over their useful life. 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as 
follows: 

Item Useful life 

Computer software, other 3 years 

The gain or loss is the difference between the net disposal proceeds, if any, and the carrying amount. It is 
recognised in surplus or deficit when the asset is derecognised. 


Derecognition 

Intangible assets are derecognised when the asset is disposed of or when there are no further economic benefits 
or service potential expected from the use of the asset. The gain or loss arising from the disposal or retirement of 
an intangible asset is determined as the difference between the sales proceeds and the carrying value and is 
recognised in the Statement of financial Performance. 

1.7 Investments in municipal entities 

In the municipality's annual financial statements, investments in municipal entities are carried at fair value less 
any accumulated impairment at reporting date. 

1.8 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. 

A lease is classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to 
ownership. 

1.8.1 Finance leases -The municipality as a lessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to 
the fair value of the leased property or, if lower, the present value of the future minimum lease payments. The 
corresponding liability to the lessor is included in the statement of financial position as a finance lease obligation. 

The discount rate used in calculating the present value of the future minimum lease payments is the interest rate 
implicit in the lease. 

The lease payments are apportioned between the finance charge and reduction of the outstanding liability. The 
finance charge is allocated to each period during the lease term so as to produce a constant periodic rate of 
the remaining balance of the liability. 

1.8.2 Operating leases - The municipality as a lessee 

Paymenis made under operating leases (net of any incentives received from the lessor) are charged to the 
Statement of Financial Performance over the period of the lease. 
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1.9 Inventories 


Inventories are initially measured at cost except where inventories are acquired at no cost or for nominal 
consideration, then their costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of 
completion and the estimated costs necessary to make the sale, exchange or d C ° $tS ° f 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in brinainn 
the inventories to their present location and condition. mcurrea in bringing 

° f ifems that are not ordinarily interchangeable and goods or services produced and 
segregated for specific projects is assigned using specific identification of the individual costs. 

* nventories ls assigned using the first-in, first-out (FIFO) formula. The same cost formula is used for all 
inventories having a similar nature and use to the municipality. 

rjhirhTh n J?^ S t a H e SOld the CQ ' ryin9 amOUn,S Qf thoSe inven,ories Of® recognised as an expense in the period 
in whrch the related revenue is recognrsed. If there is no relaled revenue, the expenses are recognised when the 

goods are distributed, or related services are rendered. The amount of any write-down of inventories to net 
™ ^ V ^ f ' OSSeS ° f inVen,ories recognised as an expense in the period the write-down oHoss 
° The amount ° f any reversal of any write-down of inventories, arising from an increase in net realisable 

which the Jevem! occurs 0 ^ Qm ° Unt °' inventoMes recognised as an expense in the period in 

l.io Tax 


Normal Tax Expense: 

of 0 thT,ncome a Tax Act ** ,aXa,i ° n “ m UniCipC " i,y iS exem P* fram in terms of section 10(1)(A) 


Value Added Tax (VAT): 

The municipality accounts for VAT on the accrual basis, based on special exemption received from the 
Commissioner of Revenue in that the payment related to VAT on sales is being made after receipt of revenue. 


1 .1 1 Revenue from exchange transactions 


Revenue is the gross inflow of economic benefits 
inflows result in an increase in net assets. 


or service potential during the reporting period when those 


An exchange transaction is one in which the municipality receives assets or services, or has liabilities 
assetri iofhe ^ ^ (f " y the f ° fm ° f 9 °° ds ' 5ervices ° r ° f 

be eXChanged ' ° r ° " abi,ity Settted - betwe - knowledgeable, 

Measurement 


Revenue is measured at the fair value of the consideration received or receivable 
rebates. 


net of trade discounts and 


18 



UTHUNGULU DISTRICT MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 20i ] 



1.1 1 Revenue from exchange transactions (continued) 

Rendering of services 

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue 
associated with the transaction is recognised by reference to the stage of completion of the transaction at 
the reporting date. The outcome of a transaction can be estimated reliably when all the following conditions 
are satisfied: 

• the amount of revenue can be measured reliably; 

• ft is probable that the economic benefits or service potential associated with the transaction will 
flow to the municipality; 

• the stage of completion of the transaction at the reporting date can be measured reliably; and 

e the costs incurred for the transaction and the costs to complete the transaction can be measured 

reliably. 


Service charges relating to water are based on consumption. Meters are read on a monthly basis and when the 
meter is not read provisional estimates are made and based on those readings the revenue is invoiced monthly 
and recognised. Adjustments to provisional estimates of consumption are made in the invoicing period in which 
meters have been read. These adjustments are recognised as revenue in the invoicing period. 

Sen/ice charges relating to refuse are recognised on a monthly basis in arrears and on an accrual basis by 
applying the approved tariff to each consumer that makes use of the solid waste site. 

Service charges from sanitation are raised on a monthly basis in accordance with the approved tariffs. 

Interest and rentals are recognised on a time proportion basis. 

Revenue from public contributions is recognised when ail conditions associated with the contribution have been 
met or where the contribution is to finance property, plant and equipment, when such items are brought into 
use. 

Where public contributions have been received but the municipality has not met the conditions, a liability is 
recognised. 

1.12 Revenue from non-exchange transactions 

Non-exchange transactions are defined as transactions where the entity receives value from another entity 
without directly giving approximately equal value in exchange. 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those 
inflows result in an increase in net assets. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, 
willing parties in an arm's length transaction. 


Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and 
volume rebates. 

Government grants 

Government grants are recognised as revenue when: 

• it is probable that the economic benefits or service potential associated with the transaction will flow 
to the municipality, 

• the amount of the revenue can be measured reliably, and 

9 to the extent that there has been compliance with any conditions associated with the grant. 
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1.12 Revenue from non- exchange transactions (continued) 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that 
the municipality has complied with any of the criteria, conditions or obligations embodied in the agreement. To 
the extent that the criteria, conditions or obligations have not been met a liability is recognised. 

1.13 Grants in aid 

The municipality transfers money to individuals, organisations and other sectors of government from time to 
time. When making these transfers, the municipality does not: 

- receive any goods or services directly in return, as would be expected in a purchase or sale 

transaction; 

- expect to be repaid in future; or 

- expect a financial return, as would be expected from an investment. 

These transfers are recognised in the Statement of Financial Performance as expenses in the period that the 
events giving rise to the transfer occurred. 

1.14 Borrowing costs 

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying 
asset are capitalised as part of the cost of that asset until such time as the asset is ready for its intended use. 

The amount of borrowing costs eligible for capitalisation is determined as follows: 

• Actual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying asset 
less any investment income on the temporary investment of those borrowings. 

• Weighted average of the borrowing costs applicable to the municipality on funds generally 
borrowed for the purpose of obtaining a qualifying asset. The borrowing costs capitalised do not 
exceed the total borrowing costs incurred. 

The capitalisation of borrowing costs commences when all the following conditions have been met: 

• expenditures for the asset have been incurred; 

• borrowing costs have been incurred; and 

• activities that are necessary to prepare the asset for its intended use or sale are undertaken. 

When the carrying amount or the expected ultimate cost of the qualifying asset exceeds its recoverable 
amount or recoverable service amount or net realisable value, the carrying amount is written down or written 
off in accordance with the accounting policy on Impairment of Assets as per accounting policy number 1.5 
and in certain circumstances, the amount of the write-down or write-off is written back in accordance with 
the same accounting policy. 

Capitalisation is suspended during extended periods in which active development is interrupted. 

Capitalisation ceases when substantially all the activities necessary to prepare the qualifying asset for its 
intended use is complete. 

When the municipality completes the construction of a qualifying asset in parts and each part is capable of 
being used while construction continues on other parts, the entity ceases capitalising borrowing costs when it 
completes substantially all the activities necessary to prepare that part for its intended use or sale. 

All other borrowing costs are recognised as an expense in the period in which they are incurred. 
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1.15 Unauthorised expenditure 


co7d“ fo, expenditure that is not in terms of the 

expenditure in the form of a grant that is not permitted in ter^s of th!f m rnun!C, P a, ‘ty or organ of state and 
No. 56 of 2003) .Ail unauthorised expenditure is recoankeH nc Municipal Finance Management Act (Act 

Performance in the year that the expenditure was incurred The exnendV" f at ® menf of Financial 

nature of the expense, and where recovered, it is subsequently accounting ° QSS,f ‘ ed ,n acc ordance with the 
Financial Performance. equently accounted for as revenue in the Statement of 


1.16 Fruitless and wasteful expenditure 


hod r e as a on“^ ro"r d eanS Which Was made would hove been avoided 


Performance^. W ^ efe ' eC ° Vered ' " * ““ounted os revenue ^TtaS/oTSna^ 


1.17 Irregular expenditure 

S' '^i Finance Management Act (Act No. 56 o, 

contravention of the municipal ^ AC, ' Acf No - 20 of 1 "8) « * In 
unauthorised expenditure and is accounted for ns - Yn fnH * - P y * 9uiar expenditure excludes 
when recovered, it is subsequently accounted for as £ven^ -d 

1.18 Comparative figures 

cutr^ 5 5a,Y ' C ° mPara,iVe haVe been to conform to changes in presentation in the 


1.1? Events after report date 


statements. The are' "clasfifed as non °}! nted fof in the annual financial 

the notes to the annual financial statements. assified as non-adjusting events have been disclosed in 


1.20 Contingent assets and contingent liabilities 


Contingent assets and contingent liabilities 
annual financial statements. 


are not recognised. Contingencies 


are disclosed in the 


notes to the 


1.21 Currency of presentation 

These annual financial statements are presented in South African Rands. 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


Figures in Rand 


2. Inventories 

Consumable and maintenance materials 
Water 


3. Consumer debtors 

Gross balances 

Water 
Sanitation 
Solid waste 


Less: Provision for debt impairment 

Water 
Sanitation 
Solid Waste 


Net balance 

Water 
Sanitation 
Solid waste 


Summary of debtors by service type 
Water 

Current (0 -30 days) 

31-60 days 
61-90 days 
91-120 days 
> 121 days 
Less: Impairment 


Sanitation 

Current (0 -30 days) 
31 - 60 days 
61-90 days 
91-120 days 
> 121 days 
Less: Impairment 


2011 

2010 

6 817 976 

250 948 

8 197 380 
205 680 

7 068 924 

8 403 060 

26 609 883 

3 223 297 

1 503 517 

26 626 566 

3 696 157 

1 321 136 

31 336 697 

31 643 859 

(18 352 305) 

(2 185 916) 
(569 621) 

(14 491 662) 
(2 117 706) 
(494 727) 

(21 107 842) 

(17 104 095) 

8 257 578 

1 037 381 

933 896 

10 228 855 

12 134 904 

1 578 451 
826 409 

14 539 764 


5 813 248 

2 582 025 

1 551 187 

1 270 673 

15 392 750 
(18 352 305) 

8 257 578 

6 306 067 
2 908 507 

1 069 867 
873 668 
15 468 457 
(14 491 662) 

12 134 904 

(26 072) 

326 393 

213 878 

1 95 555 

136 574 

1 28 566 

1 69 765 

106 701 

2 729 1 53 

2 938 942 

(2 185 917) 

(2 117 706) 

1 037 381 

1 578 451 
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3. Consumer debtors (continued) 

Solid waste 

Current (0 -30 days) 

31-60 days 
61-90 days 
91 - 120 days 
> 121 days 
Less: Impairment 


Summary of debtors by customer classification 

Domestic Consumers 

Current (0 -30 days) 

31-60 days 
61-90 days 
91 - 120 days 
> 121 days 

Less: Provision for debt impairment 


industrial/Commerciai 

Current (0 -30 days) 
31-60 days 
61-90 days 
91-120 days 
> 121 days 


Less: Provision for debt impairment 


National and Provincial government 

Current (0 -30 days) 

31-60 days 
61-90 days 
91-120 days 
> 121 days 


Current (0 -30 days) 

31-60 days 
61-90 days 
91-120 days 
> 121 days 

Less: Provision for debt impairment 


734 296 

596 01 1 

141 424 

225 674 

86 218 

119617 

71 848 

78 877 

469 730 

300 957 

(569 620) 

(494 727) 

933 896 

826 409 


4 005 710 

2 759 524 

1 511 225 

1 298 614 

927 413 

600 708 

764 454 

797 371 

14 885 853 

1 4 006 785 

22 094 655 

1 9 463 002 

(19 833 086) 

(15 494 523) 

2 261 569 

3 968 479 


1 385 154 

949 608 

717 405 

528 054 

166 003 

394 064 

153 193 

148 190 

2 064 899 

1 699 095 

4 486 654 

3 719011 

(1 274 752) 

(1 609 573) 


3 211 902 2 109 438 


1 130 608 

3 275 204 

708 697 

1 667 350 

682 395 

334 910 

592 806 

266 342 

1 640 881 

2 918 041 

4 755 387 

8 461 847 

6 521 473 

6 984 336 

2 937 321 

3 494 017 

1 775 81 1 

1 329 682 

1 510 454 

1 21 1 903 

18 591 634 

18 623 921 

31 336 693 

31 643 859 

(21 107 838) 

(17 104 095) 

10 228 855 

14 539 764 
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3. Consumer debtors (continued) 


Reconciliation of debt impairment provision 

Balance at beginning of the year 

Contributions to provision - Net of write off amounting to R2 432 606 

(17 104 095} 

(4 003 747) 

(13 950 555) 
(3 153 540) 


(21 107 842) 

(17 104 095) 

In the determination of the amounts deemed to be doubtful at financial year end, an analysis of each debtor 
is undertaken. The debtors are classified into one of three categories. 

Category A Regular payers, government accounts, consumers with amounts 

owing not older than 60 days. 

Category B Irregular payers. 



Category C indigent customers, customers with debts older than <0 days with no payments made within 
the last 6 months and inactive accounts. 

The value of the provision is determined for the detailed categories as follows: 



Category A 0% of consumer's total debt 

Category B 50% of consumer's debt less or equal to 180 days 

1 00% of consumer's debt > than 1 80 days 

Category C 1 00% of consumer's total debt 



4. Other debtors 



Sundry debtors 

Deposits 

Umhlathuze municipality - soccer stadium 

Nkandla Municipality - electricity receivables 

8 233 954 

3 029 710 

3 297 884 

5 518 266 

2 316 602 

4 771 520 
613 120 


14 561 548 

13 219 508 

5. Long-term receivables 



Staff study loans 

Staff home loans 

Non - Current assets 

30 253 

512 186 

542 439 

50 950 
620 556 

671 506 

Non-current assets 

Current portion of long-term receivables 

542 439 

32 745 

671 506 
221 000 


575 184 

892 506 


Staff home loans 


Housing loans were granted to qualifying staff prior to I July 2004. These loans attract interest per the fringe 
benefit interest rate as determined by the South African Revenue Services annually. These loans will be 
repayable in accordance with the home loan, agreements and range from 5 to 10 years. 
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6. VAT receivable 


VAT receivable 

7. Cash and cash equivalents 

Cash and cash equivalents consist of: 

Cash on hand 

Bank balances 

Call Investments deposits 


Call Investment deposits portfolio is detailed below: 


5 275 361 


3 200 
45 355 241 
320 000 000 

365 358 441 


4 349 704 


3 200 
22 077 997 
240 000 000 

262 081 19?" 


Financial Institution 

Maturitv Date 

Investment 

ABSA 

ABSA 

ABSA 

ABSA 

01/07/2011 

01/07/2011 

08/07/2011 

15/08/2011 

R 20 000 000.00 
R 10 000 000.00 
R 10 000 000.00 
R 10 000 000.00 

NEDBANK 

calf 

R 20 000 000.00 

STANDARD 

STANDARD 

STANDARD 

STANDARD 

STANDARD 

STANDARD 

STANDARD 

26/07/201 I 

29/07/2011 

02/08/2011 

11/08/2011 

14/09/2011 

27/09/2011 

28/09/2011 

R 10 000 000.00 
R 10 000 000.00 
R 20 000 000.00 
R 20 000 000.00 
R 10 000 000.00 
R 10 000 000.00 

R 10 000 000.00 

FIRST NATIONAL BANK 

FIRST NATIONAL BANK 

FIRST NATIONAL BANK 

FIRST NATIONAL BANK 

04/07/2011 

02/08/2011 

03/08/201 1 

12/08/2011 

R 20 000 000.00 

R 40 000 000.00 

R 20 000 000.00 

R 10 000 000.00 

INVESTEC 

INVESTEC 

INVESTEC 

INVESTEC 

INVESTEC 

INVESTEC 

INVESTEC 

08/07/201 1 

15/07/2011 

26/07/201 1 

29/07/2011 

31/08/2011 

12/09/2011 

27/10/2011 

R 1 0 000 000.00 

R 10 000 000.00 

R 10 000 000.00 

R 10 000 000.00 

R 10 000 000.00 

R 1 0 000 000.00 

R 10 000 000.00 
R320 000 000.00 


An average interest rate of 5.645 % (20)0 - 7.18%) was received on investments placed for the financial year. 
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7. Cash and cash equivalents (continued) 

Bank balances and cash 

The municipality has the following bank accounts:- 
Primary Account 


- Bank 

- Account Number 

- Opening balance 

- Closing balance 


Nedbank - Richards Bay 
145 408 8885 
R 32 656 210.49 
R 54 994 081.93 


Other Accounts 


- Bank 

- Account Number 

- Opening balance 

- Closibg balance 

- Bank 

- Account Number 

- Opening balance 

- Closing balance 

- Bank 

- Account Number 

- Opening balance 

- Closing balance 

- Bank 

- Account Number 

- Opening balance 

- Closing balance 


Nedbank - Richards Bay 
145 408 8893 
R 744 255.75 
R 1 545 345.96 

Nedbank - Richards Bay 
145 408 9016 
R 0.00 

R 0.00 

Nedbank - Richards Bay 
145 408 8907 
R 87 025.18 
R 95 905.47 

Nedbank - Richards Bay 
145 4094141 
R 261 131.41 
R 331 354.90 


Cash and cash equivalents included in the cash flow statement comprise the 
indicating financial position: 


following 


statement of amounts 


Consolidated cash book and bank balances as at 30 June 201 1 

Cash book balance at the beginning of year 
Cash book balance at the end of year 
Bank statement balance at the beginning of year 
Bank statement balance at the end of year 


22 077 997 
45 355 241 
33 748 622 
56 966 688 


66 623 737 
22 077 997 
80 1 1 7 349 
33 748 622 
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10. Investments in municipal entities 


uThungulu Financing Partnership 
uThungulu House Dev. Trust 


% Carrying 

holding holding amount 

2011 2010 2011 


Carrying 

amount 

2010 


99.00 % 99.00 % 19 063 401 
100.00 % 100.00 % 6 656 413 

25 71 9 814 


18 499 551 
6 341 510 

24 841 061 


The carrying amounts of municipal entities are shown net of impairment losses. 


11. Investments 

Held to maturity 

INCA Zero Coupon 


ponwn? t Z K 0 ° f R7 963 350 was Phased by council in 

2002/03 to be utilised as a guarantee on the R 21 million INCA loan 

Interest of R 2 95 585 (2009/10: R 1 966 032) at 11. 35% was earned on 
the investment. The investment matured on the 30th of June 201 1 As 
the investment was taken to settle the loan as detailed in note 12 th< 

Itated eCe,Ved ° re f ° be re ' invested in the new V ear the purpose < 



Non-current assets 

Held to maturity 

Held to maturity investments impairment provision 



The municipality has not reclassified any financial assets from cost 
value to cost or amortised cost during the current or prior year. 


or amortised 


cost to fair 


value, or from fair 
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Figures in Rand 

2011 

2010 

12. Long-term liabilities 



Held at amortised cost 

ABSA Bank 12.6% 

43 47 } 380 

44 757 942 

The loan was raised to finance the development of uThungulu House 
building and Greater Mthonjaneni Bulk Water Scheme. The loan is 
repayable after a 15 year period. Interest at 12.6% is payable 6 
monthly in arrears on the last day of the month. 



INCA 13.95% 

21 000 000 

21 000 000 

The loan was raised to finance the purchase and development of the 
regional solid waste site. The loan is repayable after a 15 year period, 
interest at 13.95% is paid 6 monthly in arrears on the last day of the 
month. The final payment of R21 million is due in December 2015 The 
investment matured on the 30th of June 201 1 and will be re-invested in 
the new financial year in order to repay this loan. 



INCA 11.95% 

27 423 1 60 

28 418 153 

The loan was raised to finance extensions to uThungulu House and the 
development of the solid waste site cell 2. The ioan is repayable after 
a 15 year period. Interest at 1 1 .95% is payable 6 monthly in arrears on 
the last day of the month. 



Obligation under Finance Headlease 

24 296 048 

23 495 555 

The finance headlease payments represent payments by the 
municipality for a headlease property in which the municipality has a 
controlling interest, at the end of the lease through uThungulu 

Financing Partnership and consist of a lease over Portion 2 of ERF 10033 
Richards Bay, 2 Haiti, Central Business District, known as uThungulu 

House. The original lease period expires on 31 October 2017, 
ownership of the property will vest with uThungulu on the termination 
of the lease. The yield to maturity on the lease is 23.18% and is paid 6 
monthly in advance on the last day of the month. 




116 190 588 

117 671 650 

Refer to Appendix A for more detail on long-term liabilities. 



Details of the repayment terms of the obligations and the related interest rates 

are set out in Appendix A. . 

Non-current liabilities 

At amortised cost 

108 739 410 

11 1 087 363 

Current liabilities 

At amortised cost 

7 451 178 

6 584 287 


116 190 588 

117 671 650 
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Figures in Rand 2011 2010 


12. Long-term liabilities (continued) 


Obligations under finance lease 


- within one year 

5 642 391 

4 949 465 

- in the second to the fifth year inclusive 

31 654 401 

27 767 018 

- later than five years 

16 651 276 

26 181 049 


53 948 068 

58 897 532 

Less future finance charges 

(29 652 020) 

(35 401 978) 


24 296 048 

23 495 554 

Present value of minimum lease payments 

- within one year 

4 903 526 

4 302 732 

- in the second to the fifth year inclusive 

15 193 295 

13 329 526 

- later than five years 

4 199 227 

5 863 296 


24 296 048 23 495 554 


13. Trade and other payables from exchange transactions 

Trade payables 

93 252 997 

51 764 777 

Amounts received in advance 

1 598 200 

1 441 286 

Accrued leave pay 

5 621 328 

3 365 515 

Other accrued expenses 

86 931 

11 027 

Other payables 

14 726 285 

14 911 403 


115 285 741 

71 494 008 

14. Consumer deposits 

Water 

7 244 363 

6 242 602 


In terms of Council's by-laws no interest is raised or paid on consumer deposits. 



^LiZcio^r 1 '" ca,e be - f « »<*••% 

T ofal amount o, liability for post let ireme nt benefit provisions 

Sr"’ PO,ti ° n °' P'ovmen, heaifh core benefit 

Less current portion of long service awards 

Net provision tor post retirement bene, if , jabj|i(y 

]SJ P ° S, - E "’P | °Vmenf Health Care Benefit liability 

Post-Employee health care benefit liability 

Les^Tra^sferto^hent^ovTsforB 01 Benefi ' Uab " i,y 

Net Post-Employment Health Care Benefit Liability 


3 561 0Q2 

13 424 741 
- (674 258 ) 
(55 656) 

(618 6021 

12 750 483 


7 399 37< 
^2 195 63v 

9 595 014 

(178 885 
(48 384 

, (130 501 

9 416 129 


9 863 739 

9 863 739 
(55 656) 

9 808 083 


^ 399 375 

7 399 379 
_ (48 384 

7 350 995 


VU,j J 350 y 

The Municipality provides certain “ ' — 2 

remam a continued member of such med£- 1 °" 2* CUr ' ent °°"dition of service! on 1,“" ' Wi,h WhiCh ihe 
portion o, the medico, aid membership 0 ' ^ M case 

Srxrtefy of* South AWca Tte ple°lnTv ' 7’“"" Un,unded defined benefit 
cost and past service cost, were m value of the defined beneToMgatfon ' the Act ^rial' 

benefits are provided by the muntel™ U5 '" 9 ^ PK * ctod Unil ^edit Memod No ltr posfrehremen, 

as1ol,ows mP ' 0yment Hed,,h Cd - Benefit Plan is a defined benelii p, , 

benefii plan, of which ,he members are made up 

Contrnuafion members (Retirees, widowers and orphans) « ^ 
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] 5. Employee benefit obligations (continued) 

The liability in respect of past service has been estimated to be as follows: 

In-service members 
Continuation members 


8 959 630 
904 109 

9 863 739 


6 623 351 
776 028 

7 399 379 


The municipality makes monthly contributions for health care arrangements to the following medical aid 
schemes: 

- Bonitas 

- Key Health 

- LA Health 

- Hosmed 


- Samwumed 


The future service cost for the ensuing year is established to be R 1 111 284, whereas the interest-cost for the 


next year is estimated to be R 870 570 (2010: R 812 181 and R 677 055 respectively). 

The principal assumptions used for the purposes of the actuarial valuations were as follows: 

Rate of interest 

Discount rate 8 - 85 % 

9.18 

% 

Health care cost inflation rate 

7.38 % 

7.24 

% 

Net effective discount rate 

1.37 % 

1.80 

% 

Expected rate of salary increase 

6.21 % 

6.49 

% 

Expected retirement age - females 

58 


58 

Expected retirement age - males 

63 


63 

The amounts recognised in the Statement of Financial Position are 
as follows: 

Present value of fund obligations 

9 863 739 

7 399 379 


9 863 739 

7 399 379 


Present value of unfunded obligations 

9 863 739 

7 399 379 

Benefit Liability 

9 863 739 

7 399 379 

The amounts recognised in the Statement of Financial Performance are as follows: 
Current service cost 

Interest cost 

812 181 
677055 

557 420 
598 109 

Total included in employee related cost __ 

1 489 236 

1 155 529 
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Tif* Employee benefit obligations (continued) 

Balanr e e Sreg^n g d of f year benem ° b,, ' 9ation over »» year is as follows: 
Current service cost 

- Interest cost 

- Benefits paid 

Actuarial (gainj/loss on the obligation 
Balance at end of year 

Zrei:? ° f ° ' x — nt in the assumed rate o, health care cost inflafi, 

wee! on !he e dT/dtnXbSafa ^ Cosf 

Decrease 

K2K3B£S3S3S«“-- 

Defined benefit obligation 


d Jrinn P ^ eXPSCtS f ° mQke a CC 

during the next financial year. 

1 5.2 Long Service Awards 

Provision for Long Service Awards 

SI 0 ' Trend ** L ° n9 Se ™ Ce Awaf * 

Less. Transfer to current provisions 

Net Long Service Awards Liability 


2011 201 n 

7 399 379 
812 18] 

677 055 
(48 384) 

1 023 508 

6 805 951 
557 420 
598 109 
(80 412) 
(481 689) 

9 863 739 

7 399 379 

is as follows: 


934 000 

2 076 000 

278 800 

1 187 698 

(215 400) 

(1 646 000) 

(215 300) 

0 027 713) 

9 863 739 

7 399 379 

he defined benefit plans 

3 561 001 

2 3 95 634 

3 561 001 
(618 602) 

2 1 95 634 
(130 501} 

2 942 399 

2 065 133 


mmmrnmms: 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


Figures in Rand 


T5. Employee benefit obligations (continued) 

The principal assumptions used for the purposes of the actuarial valuations were as follows: 


Rate of interest 
Discount rate 

Net effective discount rate 
Expected rate of salary increase 
Expected retirement age - females 
Expected retirement age - males 

The amounts recognised in the Statement of Financial Position are 
as follows: 

Present value of fund obligations 


Present value of unfunded obligations 
Benefit Liability 

The amounts recognised in the Statement of Financial Performance are as follows 
Current service cost 
Interest cost 
Actuarial (gain) / losses 

Total included in employee related costs 

The movement in the defined benefit obligation over the year is as follows: 
Balance at beginning of year 

- Current service cost 

- Interest cost 

- Benefits paid 

- Actuarial (gain)/loss on the obligation 
Balance at end of year 


Defined benefit obligation 
Experience adjustments on plan liabilities 

Defined benefits obligations 


Government Employees Pension Fund 
KwaZulu-Natal Joint Municipal Provident Fund 
Natal Joint Municipal Pension Fund 
(Superannuation) 

Natal Joint Municipal Pension Fund 
(Retirement) 

Zululand Joint Provident Fund (uThungulu 
District Municipality Provident Fund) 


7.57 % 
1.28 % 
6.2V % 
58 
63 


3 561 001 


9.10 % 
2.52 % 
6.42 % 
58 
63 


2 1 95 634 


3 561 001 

2 1 95 634 

3 561 001 

2 195 634 

3 561 001 

2 195 634 

490 530 

194 019 

811 319 

524 162 
277 647 
(1 433 112) 

1 495868 

(631 303) 

2 195 634 

490 530 

194 019 
(130 501} 

811 319 

3 207 105 
524 162 
277 647 
(380 168) 

(1 433 112) 

3 561 001 

2 1 95 634 

3 561 001 

561 882 

2 195 634 
(1 422 469) 


Last Actuarial 
Valuation 

March 2008 
March 2010 
March 2010 

March 2009 

February 2009 


Total Assets Total Liabilities Net 

R'000 R‘000 Gain/(Loss) 


707 042 000 
836 448 
5 019 300 

1 812 000 

12 541 836 


707 042 000 
753 288 
4 751 800 


83 160 
267 500 


1 848 400 (36 400) 

12 541 836 
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Figures in Rand 


dOTES TO THE AMMSIAs pike a a > 


15 . Employee benefit obligations (continued) 


An amount of R 6 209 920 (2010- R 5 2 r >7 sqqi , 

funding. These contributions have been ZZZT ^ ^ C ° UnCil ^pioyee retirement 


1 6 . Unspent conditional grants and receipts 
unspent conditional grants and receipts comprises of 

§ss_ 

Department of Water Affairs 

Department of Wolk? G ° Vemance and Traditional affairs 

National Government - Other 

Foskor 

Provincial Treasury 

Department of Sport and Recreation 
Department of Agriculture 
Department of Economic Affairs and Tourism 
° f Transport - Kw aZulu Natal 


72 554 169 
12 881 771 

942 042 
861 867 
1 727 394 
280 219 
186 
1 220 833 
3813 
177 708 
43 857 
313 770 
238 866 

7l 246 495 


57 219 922 
15 491 403 

1 114 478 
225 986 
749 071 
134 586 
17115 
1 028 241 
3813 
189 708 
300 000 
313 770 
238 866 

^8026759 
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Figures in Rand 


2010 


17. Non-current provisions 


Reconciliation of non-current provisions - 201 1 



Opening 

Additions 

Total 


Balance 



Reclamation of refuse landfill site 

60 914 211 

4 203 081 

65 117 292 

Performance bonus 

710 363 

58 140 

768 503 


61 624 574 

4 261 221 

65 885 795 


Reconciliation of non-current provisions - 2010 



Opening 

Balance 

Additions 

Utilised 
during the 
year 

Total 

Reclamation of refuse landfill site 

57 804 231 

3 109 980 

- 

60914211 

Performance bonus 

710 363 

608 737 

(608 737) 

710 363 


58 514 594 

3718717 

(608 737) 

61 624 574 


Non-current liabilities 
Current liabilities 


65 117 292 60 914 211 

768 503 710 363 


Performance bonuses are paid after the financial year end in arrears as the assessment of eligible employees 
had not taken place at reporting date. 

In terms of licensing of the landfill refuse site, council will incur rehabilitation costs of R 65 million to restore the 
old Empangeni and Cell 1 refuse sites at the end of their useful life, estimated to be in 2012. Provision has 
been made at best estimate determined by the resident professional engineer at a cost for the current solid 
waste (Cell 1 & Cell 2) and the old Empangeni Site. 


18. Service charges 

Sale of water 
Solid waste revenue 
Sanitation revenue 
Cemetery revenue 
Service revenue 


30 124 717 
7 239 081 
3 513 026 
316 110 


41 192 934 


23 961 064 
5 068 155 
3 297 144 
41 1 774 
138 543 


32 876 680 
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Government grants and subsidies 


Levy Replacement Grant 
Municipal Infrastructure Grant 
Equitable share 

(PreXwVDTLGAT '° Pe,atiVe Governance and Traditional Affairs 
uMhiafhuze Municipality 
Department of Wafer Affairs 

Department of Public WoriT G ° Vemance and Traditional Affairs 
National Treasury 
Foskor 

Provincial Treasury 

Department of Sport and Recreation 
Department of Agriculture 
Department of Economic Affairs & Tourism 

Summary of grants per funder 
Levy Replacement Grant 

Regional council levies have b 

Municipal Infrastructure Grant 

Balance unspent at beginning of year 
Current-year receipts 
Conditions met - transferred to revenue 


139 638 170 
96 875 753 
120 340 137 
4 383 1 84 


18 568 056 
3 982 596 
769 1 78 
854 367 
16 929 
391 477 

12 000 
256 143 

386 087 990 


122 819 042 
106 413 855 
93 709 725 
43 691 033 

21 065 412 
17 162 242 
938 843 
884 369 
644 420 
72 885 
63 636 
26 953 
10 293 

407 502 708 


57 219 922 
112 210 000 
(96 875 753) 


44 950 778 
118 683 000 
(106 413 856J 


r' - a - 72 554 169 57 219 90' 

Conditions sfill ,o be me, - remain liabilities (see note , 6, — — 

This grant is used to construct writer 

setflemen, areas. No funds have ^27 « ■** of the upgrading o, informal 

Equitable Share 

Department of Co-operative Governance and Traditional Affairs (Previously DTLGA) 

Conditions met - transferred to revenue 


16 491 403 
329 000 
(3 938 632) 


55 682 436 
4 500 000 
(43 69] 033) 


12 881 771 
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Figures in Rand 


2011 2010 


1 9. Government grants and subsidies (continued) 

Conditions still to be met - remain liabilities {see note 16} 

These grants are used: 

- to build capacity within the district in order to perform functions as per legislature; 

- for disaster programmes, fire fighting equipment, water service delivery planning, shared services unit 
and infrastructure. 

uMhlathuze Municipality 


Balance unspent at beginning of year 

Conditions met - transferred to revenue 

- 

21 065 412 
(21 065 412) 


- 

- 

The grants received were used to build the 2010 sports stadium in the district. 



Department of Water Affairs 



Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

1 114 478 

18 395 620 
(18 568 056) 

16 945 121 

1 331 600 
(17 162 243) 


942 042 

1 114 478 

Conditions still to be met - remain liabilities (see note 16) 



These grants are used for: 

- water infrastructure and sanitation projects; 

- drought relief and disaster relief programmes 



Department of Co-operative Governance and Traditional Affairs 



Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

225 986 

3 278 000 
(2 642 1 1 9) 

429 829 
735 000 
(938 843) 


861 867 

225 986 

Conditions still to be met - remain liabilities (see note 16) 



The Department of Co-operative Governance and Traditional Affairs grants are 
the district in order to perform functions as per legislature. 

used to build capacity within 

Department of Public Works Grants 



Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

616 950 

1 747 500 
(769 1 78) 

829 342 
616 950 
(829 342) 


1 595 272 

616 950 


Conditions still to be met * remain liabilities (see note 16) 

This grant is used to construct water and sewerage infrastructure as part of the upgrading of informal 
settlement areas. No funds have been withheld. 
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1 »■ Government grants and subsidies (continued) 
National Treasury 

Balance unspent at beginning of year 

current-year receipts 

Conditions met - transferred to revenue 


134 586 
I 000 000 
(854 367) 

'lioiTT 


FOSKOR 


Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 


conditions still to be met - remain liabilities (see note ,6, 

from Foskor is to partner with the district municipality in the fight 

Provincial Treasury 


17 115 
(16 929) 

~TiT 


29 006 
750 000 
(644 420) 


Conditions still to be met - remain liabilities (see note 1 6 ) 

National Treasury other grants are used for: 

of the Municipal F^^^e'Managenrent Act^Act'na'si ^ the im P |em ®nfation 


134 586 


90 000 
(72 885) 


17115 


against HIV and Aids. 


Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 


Conditions still to be met - remain liabilities (see note 16) 


1 028 241 
584 069 
(391 477) 

1 220 833 


514 877 
577 000 
(63 636) 

1 028 241 


The grant received from 
various programmes. 


Provincial Treasury is used for the 


upiiftment of the districts communities 


through 


Department of Sports and Recreation 


Batonce unspent at beginning of year 
Conditions met - transferred to revenue 


Conditions still to be met - remain liabilities (see note 16) 


3813 


3 813 


30 766 
(26 953) 

~ 3 ~ 813 ~ 
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1 9. Government grants and subsidies (continued) 
Department of Transport 

Balance unspent at beginning of year 

Conditions still to be met - remain liabilities (see note 16) 
The Department of Transport grant is used for the deveiopi 

Department of Economic Affairs and Tourism 

Balance unspent at beginning of year 
Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 16) 

The grant received from the Department of Economic Aff 
promotion of the districts local economy and tourism. 

Department of Agriculture 

Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 16) 
The grant received from the Department of Agriculture is 

20. Other income 

Sundry income 

Income from the uThungulu House Development Trust 
Income from uThungulu Financing Partnership 
Tender deposits 
SETA refund 

Shared service revenue 
Insurance refund 
Other income Impairment 
Lease income 
Other income - Mark-up 

21 . Interest Received 

Interest revenue 

Outstanding debtors 
External investments 


313 770 

313 770 

Dort plan. 

300 000 

300 000 

(256 143) 

- 

43 857 

300 000 

s development and 

189 708 


- 

200 000 

(12 000) 

(10 292) 

177 708 

189 708 

a district agricultural plan. 

6 365 883 

3 370 472 

2 951 534 

3 016 296 

2 853 557 

2 560 904 

320 617 

235 565 

190 021 

198 965 

- 

1 007 149 

123617 

541 056 

- 

299 237 

90 805 

71 535 

929 

1 427 

12 896 963 

1 1 302 606 

55 700 

78 047 

24 149 787 

26 468 420 

24 205 487 

26 546 467 
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Figures in Rand 


22. Employee related costs 

Employee related costs - Salaries and Wages 
Employee related costs - contributions for UIF, pensions 
Travel and other allowances 
Overtime and relief payments 
Housing benefits and allowances 

Post retirement obligation: post-employment health care benefit 
Post retirement obligation: long-service awards 


Remuneration of Municipal Manager 

Annual Remuneration 
Car Allowance 
Performance Bonuses 
Contributions to UIF 


Remuneration of Deputy Municipal Manager 

Annual Remuneration 
Car Allowance 
Performance Bonuses 
Contributions to UIF 


Remuneration of Executive Director Technical sen/ices 

Annual Remuneration 
Car Allowance 
Performance Bonuses 
Contributions to UIF 


Remuneration of Executive Director Corporate services 

Annual Remuneration 
Car Allowance 
Performance Bonuses 
Contributions to UIF 


Remuneration of Chief Financial Officer 

Annual Remuneration 
Car Allowance 
Performance Bonuses 
Contributions to UIF 


2011 

2010 

53 701 327 

49 508 924 

11 190 484 

9 210 541 

6 806 906 

6 093 718 

8 145 272 

4 517 937 

2 949 080 

2 760 976 

2 464 360 

593 428 

1 365 367 

- 

86 622 796 

72 685 524 

863 736 

800 518 

343 415 

330 800 

1 42 582 

132 020 

11 625 

1 542 

1 361 358 

1 264 880 

803 594 

701 734 

352 280 

323 323 

135 453 

124 439 

12 599 

1 542 

1 303 926 

1 151 038 

783 090 

718 564 

1 57 056 

179018 

125 316 

116 034 

10 158 

1 542 

1 075 620 

1 015 158 

792 387 

769 755 

219 645 

202 475 

128 324 

1 1 7 426 

10 831 

1 542 

1 151 187 

1 091 198 

1 007 297 

824 861 

130 731 

93 190 

128 324 

118818 

12 939 

1 542 

1 279 291 

1 038 41 1 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


Figures in Rand 

201 1 

2010 

23. Remuneration of councillors 

Mayor 

425 708 

429 861 

Deputy Mayor 

439 219 

435 274 

Executive Committee 

2 030 537 

1 226 740 

Speaker 

439 219 

466 443 

Councillors 

1 737 760 

2 434 655 

Councillors' pension contribution 

419 407 

422 240 



5 491 850 

5 415 213 

In-kind benefits 



The Mayor, Deputy Mayor, Speaker and Executive Committee Members are full-time. Each is provided with 
an office and secretarial support at the cost of the Council which is included with other expenditure in the 
Statement of Financial Performance.The Mayor has the use of a Council owned vehicle togethe rwith a driver 
for official duities. 

24. Depreciation and amortisation 



Property, plant and equipment 

39 086 453 

30 116216 

25. Finance costs 



Interest paid - long-term liabilities 

12 698 920 

9 243 940 

26. Bulk purchases 



Electricity 

Water 

11 176 533 

13 293 853 

9 310 436 

9 046 826 


24 470 386 

18 357 262 

27. Grants and subsidies paid 



KZ 282 Umhlafhuze Municipality 

KZ 284 Umialazi Municipality 

KZ 283 Ntambanana Municipality 

1 266 558 

851 616 

3 912 999 

2 1 75 690 

1 300 000 


6 031 173 

3 475 690 
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Figures in Rand 

2011 

2010 

28. General expenses 

Advertisements 

803 842 

611 062 

Chemicals 

1 918442 

1 350 171 

External audit fees 

2 024 359 

1 845 220 

Fuel and oil 

2 415 905 

2 062 337 

t DP operational externally funded projects 

20 107 166 

78 755 268 

IDP operational internal funded projects 

49 246 657 

52 939 596 

Insurance 

1 307 993 

937 217 

Landfill site reclamation 

4 203 081 

3 109 980 

Other expenses 

6 040 129 

9 848 970 

Publicity 

873 246 

1 146 871 

Rent - Plant and vehicles 

3 606 332 

2 980 468 

Subsistence & travelling 

833 226 

914 394 

Telephone 

1 318 253 

1 374 688 


94 698 631 

157 876 242 

29. Cash generated from operations 

Surplus 

Adjustments for: 

94 622 244 

77 023 207 

Depreciation and amortisation 

39 086 453 

30 116216 

(Surplus) /Loss on sale of property, plant and equipment 

(601 377) 

978 902 

Movements in retirement benefit assets and liabilities 

3 829 727 

(418 043) 

Movements in provisions 

4 26! 221 

3 109 980 

Change in accounting policy 

(413 390) 

(121 610) 

Prior period adjustment - Unbundling of assets 

Changes in working capital: 

- 

1 360 521 

Inventories 

1 334 136 

1 313 941 

Other debtors 

(1 342 040) 

(6 779 259) 

Consumer debtors 

4 310 909 

(3 895 061) 

Trade and other payables from exchange transactions 

43 791 733 

25 135 312 

VAT 

(925 657) 

21 620 416 

Unspent conditional grants and receipts 

13 219 536 

(63 330 550) 

Consumer deposits 

1 00! 761 

478 147 

30. Commitments 

Authorised capital expenditure 

202 175 256 

86 592 119 

Approved and contracted for 

• infrastructure 

133 24! 563 

82 228 456 

This expenditure will be financed from: 

Government Grants 

127 104 914 

76 565 181 

Own Resources 

6 1 36 649 

5 663 275 


133 241 563 

82 228 456 

The outstanding commitments relate to capital projects and other assets that have been committed by 

order, by the Bid Adjudication Committee and Executive Committee prior to 30 June 201 1 . The majority of the 
capital projects include water infrastructure. 


45 



Authorised capital expenditure 

Approved and contracted for 
6 Infrastructure 



133 24i 563 

82 228 456 

This expenditure wilt be financed from: 

Government Grants 

Own Resources 

127 104914 

76 565 181 


6 136 649 

5 663 275 


133 241 563 

82 228 456 

order, by the Bid Adjudil^ asse ! s t!iat have been committed by 

capita} projects include water infrastructure. mitfee pnor to 30 June 201] . The majority of the 

30.1 Operating leases - as lessee (expense) 



Minimum lease payments due 

- within one year 

- in second to fifth year inclusive 

2 871 985 

99 107 


3 357 740 

- 


6 229 7 25 

99 107 


- entered Kte «"*** 

escalation. New lease agreements were entered into hw thJ * ° f *® d f ° r the ease pfer,od with no 
an amount of *2 7« 004 has been recognised f", ™s2£ST5r£2& ZZIZ! ^ 
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Figures in Rand 


31 . Contingencies 
Future hgal fees 

1. Ex-employee 1 - legal action pending 

2 . Contracror 1 - legal matter pendina 

3. Consulting Engineers 2 - legal matter pending 
‘ 9 on ? rc, ctor 2 - legal matter pending 

5. Service provider - legal action pending 

6. Ex- employee 2 - legal action pending 

7. Employee 3 - a case of theft of money 


600 000 
1 40 000 
1 40 000 
100 000 
40 000 
1 40 000 
42 561 


600 000 
140 000 
1 40 000 
1 00 000 
40 000 
30 000 


1 202 561 


1 050 000 


high court claim. ’ * i,C,bll,,v claim by ,he municipality against a contractor for non performance and is a 
3. Tnis matter refers to a disoute with n a- 

ccxirtcta^n^ W °^ ° f ^ pfo -* ec * w 'fhout ohtainhg^iorappmvai'fmm mun^dpaiity^he^atterTs^h^h 

reiened ,p * n per,ormance «nd relates to the claim 

3. This is a high court claim that has been lodged against a s ei vice provider. 

. This manor has been tinaiised in October 2010 and the ont Y outstanding issue relates to taxation matters. 

' ■ '' l,s flatter refers to a case of th<=.fi nf rv,™- , u 
> «, r iioai ^ ^ = k;mtl ^ ^ 
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32. Related pailSes 

Municipal entities T . 

The uTnungulu Financing Partnership 
ulhungulu House Development Trust 

Related party balances 


Investments in municipal entities 
The uThungulu Financing Partnership 
uThungulu House Development Trust 

Income received from related parties 
The uThungulu Financing Partnership 
uThungulu House Development Trust 

Balances outstanding from related parties 
The uThungulu Financing Partnership 

% Interest in municipal entities 
The uThungulu Financing Partnership 
uThungulu House Development Trust 

Related party transactions 

Sub-lease payments 

The uThungulu Financing Partnership 


19 063 401 

18 499 551 

6 656 413 

6 341 510 

2 853 557 

2 560 904 

2 951 534 

3 016 296 

24 296 048 

23 495 555 

99 

99 

100 

100 

4 949 464 

4 3 41 636 


20 year period (starting in 1 998 and ending in 2017). Nedcor. The loan is payable over a 


M SS5KS5TK SSSXSSSSSSSSSXf. “ 


Both of the above mentioned entities are incorporated in South Africa. 


33. Going concern 


34. Events after the reporting date 

At the date of submission of the annual financial statements there were no known events. ' 


48 


ANNUAL fINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 201 


mm$ in 


35* Add! 



in terms of Municipal Finance Management Act 
local government 


Current year membership fee 
Amount paid - current year 


Current year subscription / fee 
Amount paid - current yeaf 
Amount paid - previous years 


Current year subscription / fee 
Amount paid - current year 

Pension and Medical Aid Deductions 

Current year subscription / fee 
Amount paid - current year 

VAT 

VAT receivable 

All VAT returns have been submitted by the due date throughout the year. 


m : 


2011 

2010 

674 } 57 
(674 157) 

548 786 
(548 786 ) 

2 024 359 
(179 140) 

(1 845 219) 

1 845 219 
(200 672} 

(1 644 547) 

- 

- 

12 654 622 
(12 654 622) 

10 884 912 
(10 884 912} 

9 850 535 
(9 850 535) 

8 482 794 
(8 482 794) 

5 275 361 

4 349 704 


4 ? 



annual financial statements for JhV year 

TOTES TO THE ANNUAL FINANCE 


ENDED 30 JUNE 201 ] 



CQpitai and cashflow expenditure 


versus budgeted operating, capital < 



/? Thousands '000 


lae fes /Deficit 

Transfers recognised Capital 
Contributions recognised - 
capital & contributed assets 

ftQZNs OjLDeScit attar r-r,^ 
fegnsfer & ContribstiionQ 
Share of surplus pr deficit of 
associate 

gi^§_gLO M.cri for the 


Capita! Expendit ure and ft,,,,;.; 


sources 
Capital ex penditure* 


[Transfer recognised capital 
'Public contributions and 
donations 
Sorrowings 

I Infernally generated funds 
jlofqi sources of capital i,,,^ 


Original 

Budget 


Budge! j Uiremenls 
Aajustmeni 


Final 

Budget 


2010/11 

Actual 

| Unauikorise 

Outcome 

d Expendifu 


! re 


Variance 


Actual 
Outcome 
as % of 
Final 


financial Periormcm^ 

Property Rates 
Service Charges 
Investment Revenue 
Transfers recognised -operational 
other owned revenue 

IpM Revenue excl r-^ n^ 
transfers & C ontribution* 

Employee Costs 
Remuneration of Councillors 

I Debt Impairment 

“nr= c J2Lo4r' imp ' ,irm ’ nt 

Materials & Bulk purchases 
Transfers & Grants 
Other expenditure 
IgjgL &pencfiture 


Outcome 

asXof 

Original 

Budget 



. 353 426 


3 000 
(! 000) 
38 153 
78 787 
JI3 940 


{9 555J 

17 000 
5 500 
70 838 


33 450 
22 653 
337 773 
101 380 


41 193 
24 205 
282 180 
13537 


2~3_783 


-^2820- — 35-157 


125 756 


48 773 


(280) 

97 495 

- 

7 165 

- 

2 777 

* 

32318 

- 

15 117 

1 800 

24 489 

5 452 

7 703 

18292] 

248 825 

LL3201 ■ 

. 435 889~ 

U20. _ 

5? 347 

840 

17536? 


_495 256, . 361 115 


86 623 

5 492 

6 436 
39 086 
12 699 
24 470 

6 031 
189 563 


-.370 401 


J9 2861 


103 908 


[ Cash Rows 


Net -cash from / (used) operaiihg 
r e [ cash Uo ™! Med) investing 
Net cash from / fused) financing 
ifl cash 


an d-cash eauivalani* 

Cash and Cash equivalents at the 
beginning of the year 
Cash and cash eauiyni^i. a j }h 
end of the year “ 1 — S 


232 148 98 935 

(1 97 958) (98 935) 

644 
34 834 


295 970 


331083 202175 

.296893 (97 417) 

644 1 48:1 

34 834 103 277 


262 08? 


17 743) 
(I 5521 
55593 
87 843 


(10 872) 
(1 673) 
3 659 
6 768 
(2418) 

m 

(I 672) 

Mm 


165 488 ) 


232 

255 

84 

142 

268 

JPJ 


m 


0<U_ m 

(7] 461) 59 33 


148 646 

83 930 

2 160 

234 736 

94 622 

(1401:14) 

40 

64 

1 48 646 

83 930 

2160 

234 736 

94 622 

1140 114) 

40 

63 

125 756 

48 773 

840 

175 369 

103 908 

(71 46?) 

59 

83 

22 890 

148 646 

23 30? 

11 848 

83 930 

i 320 

2160 

23 309 

36 058 

234 736 

3917 

107 825 

(23 305) 

(94 766) 

16 

45 

72 



(128 908) 

199 480 

837 

68 443 

61 

33 

230 

296 

87 

49 

230 

296 

133 889) 

89 

89 

34 554 

no _ 

—Ho 



The annual financial statement*: hm/» 

Recognised Accounting Practice and the aggregate C ? With the Slandards of Generally 

onnuo, financial statements for , he t asfctwsT * ““'"S polic y **» 

Property, Plant and Equipment 


0,AP 1 ■ ' » »■ « »™ » »» 

transitional provisions for high capacity m?, So o , - ,! lns .“ ih ih « A ® Directive 3 & 5 of March 2009 
£ )o w * th ^ 


Accumulated Surplus as at the 1st of July 2009 


as previously reported - 


Adjustment: 

Change in accounting policy - GRAP 
Unbundling of assets 


17 


Adjustment in 2009/2010 surplus 

Previously reported changes in accounting policy 


Movement in Proper), Plant and Equipment 


R 497 053 747 


£-229 279 665 
R 726 333 412 
R 77 023 207 
JR. 121 <41 7} 

R 803 235 002 


Previously reported carrying value 
Adjustment 

Re-stated carrying value 
Movement in Depreciation 


R 578 209 853 
R222 48 6 123 
R 800 695 976 


Previously reported 

Adjustment 

Re-stated 

Movement in Net Surplus 


R 23 322 675 
R-AZ93541 
R 30 116216 


Previously reported surplus as at 30 
Adjustment to appreciation 


June 2010 


R 83 816 748 
£ —6 793 541 
R 77 023 207 


38. Unauthorised, Fruitless & Wasteful and irregular expenditure 

review. beSf * “ knowied ^ known incidents of such expenditure 


was incurred during the year under 


39, Risk management 

Capital risk management 


services and to maintain an optima, capita, sCtS^ Silvering sustainalT 




The capital structure 
in note 12, cash and 
financial position. 


casteqS 


Gearing ratios 


The gearing ratio a, at 201 1 and 2010 respectively were as follows: 

Total borrowings 

Long-term liabilities 

Less: Cash and cash equivalents 

Net debt 
Total equity 

Total capital 


Financial risk management 


116 190 588 
365 358 44 1 

1249 J 67 853) 
897 443 856 

648 276 003" 
17.92 s 


1 17 671 650 
262 081 197 

0 44 409 547) 
803 235 002 

658 825 455 
1 7,64s 


tvMiuuemenr < ) p iecfiw>< 
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Liquidity nsk fe ,!^ j.° tl 2 i ab | lity of an entit Y to meet its obligations associated with financial liabilities 
l he municipainy s liquidity risk pertains to whether funds are available to cover future commitments The 
municipality manages liquidity risk through an ongoing review of future commitments and credit obligations. 

boufflned Slow: ,S ^ P ' epa,ed and adequate utilised borrowing facilities are monitored. The liquidity ratio 


Current Assets 
Current Liabilities 
Liquidity ratio 


402 525 875 
222 670 538 
1.80:1 


302 814 230 
163 237 104 
1.85:1 


interest rate risk 


The municipality limits its exposure to interest 
and opting for fixed interest rates rather than 
12 months made without Council approval. 


rate fluctuations by only dealing with well-established institutions 
variable rates.There are no investments with q. tenure exceeding 


Credit risk 


dehdorrThTmt'm^^^ ° f ? a ^ dep i ° sitS ' cash equiva, enfs. derivative financial instruments and trade 

“o^ronrc'SaX 5 C “ h Witt ' rnaJ °' Wi,H WSh «** StQndiPS a " d 

ara^^O^gyng^va^uarion^^re^perfonmedr^n the^nancial'conditiorrof rire^debtors and 

procedure applicable term'^of Counc?ircredit (^sn^r^an^de'bf colfec1ion e po?lcy 0 ^ eC ^ 0n *' ® v&t 

Financial assets exposed to credit risk at year end were as follows: 


financial instrument 
investments 

Cash and cash equivalents 
Consumer debtors and other debtors 


320 000 000 
45 358 441 
24 790 403 


240 000 000 
22 081 197 
27 759 269 
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Figures in Rand 201 1 201 0 


40. Deviation from supply chain management regulations 

Paragraph 12(1 ){d) (i) of Government gazette No. 27636 issued on 30 May 2005 states that a supply chain 
management policy must provide for the procurement of goods and services by way of a competitive 
bidding process. 

Paragraph 36 of the same gazette states that the accounting officer may dispense with the official 
procurement process in certain circumstances, provided that he records the reasons for any deviations and 
reports them to the next meeting of the accounting officer and includes a note to the annua! financial 
statements. All deviations are reported to Council on a quarterly basis. 


I he deviations greater than R200 000 are listed individually below. 


Project Description 


Amount 


Solid Waste: Operations and Maintenance 
VIP Sanitation project - Nkandla 
Ocean View waste water treatment plant 
Ocean View waste water treatment plant 
Massification programme 
Drought relief 

Task job evaluation implementation 
District Kwanaloga games 


R 223 987 
R 5 944 530 
R 664 047 
R 2 952 51 1 
R 361 000 
R 334 215 
R 238 284 
R 242 600 
R 10 961 175 


Various deviations less than R200 000 R 7 528 50 0 

R18 489 675 





APPENDIX B 

UTHUNGULU DISTRICT MUNICIPALITY : ANALYSIS OF PROPERTY PLANT AND EQUIPMENT AS AT 30 JUNE 2011 

Cost/Revaluatlon Accumulated Depreciation & Impairment T Carrying 

Opening Capitalizations Additions Disposal Closing Opening Disposals Current Impairments Closing Value 

Balance Balance Balance Balance 


















































APPENDIX C 

UTHUNGULU DISTRICT MUNICIPALITY : SEGMENTAL ANALYSIS OF PROPERTY PUNT AND EQUIPMENT AS AT 30 JUNE 2011 

Cosl/Revoluatlon Accumulated Depreciation Impairment Impairment Impairment Carrying 

Opening Additions Disposal Closing Balance Opening Balance Disposals Current Closing Bal Opening Bal Additions Closing Bal Value 

Balance Rand Rand Rand Rand Rand Rand Rand Rand Rand Rand 
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UTHUNGULU DISTRICT MUNICIPALITY: SEGMENTAL STATEMENT OF 
FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2011 
MUNICIPALITY 
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